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Office of Legislative Auditor

Executive Summary
Follow-Up Report

Examining the Performance and Progress of Louisiana State Government:
A Follow-Up Report on Recently Issued Performance Studies

Study Initiation and Objectives

This report is a follow-up on performance studies issued by the Office of the
Legislative Auditor over the past three years. The objective of this report was to track the
progress of agencies in implementing recommendations contained in the performance studies,
as well as to identify related legislation. We also identified a number of problem areas in state
government based on the findings of our performance studies.

Performance Audit Function

The performance audit function within the Office of the Legislative Auditor was
developed to assist in legislative oversight. The legislature has the responsibility of ensuring
that laws and programs are administered in the public interest. The Legislative Auditor’s
extensive reviews of agency activities allows the legislature to determine how policies are
being executed, whether the policies are accomplishing the desired results, and what corrective
action should be taken.

The Legislative Auditor conducts two types of performance audits: economy and
efficiency audits and program audits. Economy and efficiency audits determine if entities are
acquiring, protecting, and using resources economically and efficiently, the causes of
inefficiencies or uneconomical practices, and if entities are complying with applicable laws and
regulations. Program audits determine the extent to which the desired results or benefits
established by authorizing bodies are being achieved, the effectiveness of organizations’
functions or programs, and whether entities have complied with applicable laws and
regulations. Program audits also determine whether agencies have established appropriate
goals, objectives, measures, and reports; whether the different agencies administering various
programs are coordinating their efforts; and whether the program is providing the services that
were intended by the legislature.

Daniel G. Kyle, Ph.D., CPA, CFE, Legislative Auditor
Phone No. (504} 339-3800
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Reports Included in the Follow-Up Report

This follow-up report tracks performance studies issued from July 1992 through
July 1995. During this period, there were 21 performance reports issued--13 performance
audits and 8 staff studies. These efforts varied in scope and size and included subject areas of
retirement, economic development, health and social services, general government
administration, education, general fiscal matters, and corrections.

Nearly Two-Thirds of Report Recommendations Were Fully
or Partially Implemented

We identified 126 recommendations in the 21 performance reports issued from
July 1992 through July 1995. These recommendations were made to various state entities,
including boards and commissions. We surveyed appropriate entities to determine the
implementation status of these recommendations.

In response to our survey, officials reported that they have fully implemented
40 percent of all recommendations. Another 29 percent of the recommendations have been
partially implemented, and 31 percent have not been implemented at all.

Legislation Relating to the Issued Reports

In addition to the recommendations made to executive branch entities, we identified
56 matters for legislative consideration in the performance reports issued from July 1992
through July 1995. As part of our follow-up work, we identified 45 relevant legislative
instruments that were adopted by the legislature during this period. These legislative
instruments--30 acts and 15 resolutions--related to either the matters for legislative
consideration or other issues presented in the reports.

Problem Areas in Louisiana State Government

In conducting work for the follow-up report, we reviewed each of the 21 performance
reports to determine if certain types of problems were noted more frequently than others. We
identified 20 types of problems that were noted in the performance reports covered in this
report. The four most commonly noted problem areas affecting state government operations
were:

Inadequate oversight or monitoring

s

Inadequate planning

>

Unclear, cumbersome, or restrictive laws

>

L

Inadequate policies and/or procedures



Executive Summary Page xi

Some other areas noted that could be improved were:
+ Costly laws and/or policies

+ No cost evaluation of services or products

+ Inadequate coordination

+ Inadequate contractor performance monitoring

+ Noncompliance with laws or regulations

These problems impact the overall effectiveness and efficiency of state government
operations. This information can be used by policy makers and program officials to help
improve effectiveness, efficiency, and accountability in state government.
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Chapter One: Introduction

The Office of the Legislative Auditor provides legislative
R.epo.rt oversight related to the use of public funds within state and local
Objectives government. The office assesses the performance of state
programs, activities, and functions through its Performance Audit
Division. The division reviews state operations to ensure
efficiency, effectiveness, and compliance with the law.

This report is a follow-up of performance studies issued
by the Office of the Legislative Auditor over the past three years.
The objectives of this report were to track the progress of
agencies in implementing recommendations contained in the
performance studies and to identify related legislation. Our work
on this project began in November 1995 and was completed in

June 1996.
S_ This report tracks performance studies, which include
cope performance audits and staff studies, issued from July 1992
and through July 1995. There were 21 reports issued during this time
Methodology period. For those reports, our follow-up work included tracking

relevant legislative instruments and, if applicable, surveying the
appropriate agencies to determine the implementation status of
recommendations contained in the reports.

The performance studies contained a total of 126
recommendations to the agencies and 56 matters for legislative
consideration. We surveyed the agencies to determine whether
each recommendation had been implemented and requested that
supporting documentation be provided as evidence of implemen-
tation. The surveys also requested information from the agencies
relating to their participation in and knowledge of any legislative
activity that had occurred concerning the matters for legislative
consideration.
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Report
Organization

We reviewed the agency responses and accompanying
documentation and analyzed the number of recommendations
implemented, not implemented, or partially implemented. The
extent of our review of supporting documentation was only to
verify that the documentation supported the survey responses.
We did not audit the information provided by the agencies in
their survey responses.

We also tracked bills and resolutions proposed from the
First Extraordinary Session of 1993 through the Regular Session
of 1995 to determine whether any legislative instruments were
adopted relating to either the matters for legislative consideration
or other issues presented in the reports. To accomplish this, we
used the Senate’s computer system to conduct a key word search
of legislative instruments relating to particular topic areas.
Senate staff assisted us in this effort. To ensure that our search
was complete, we supplemented the search with additional
sources of information. We used WESTLAW; West’s Louisiana
Session Law Service; and Resume: Acts, Resolutions, Study
Requests, and Vetoed Bills.

In addition, we compiled a list of major problem areas
noted in the report findings. This list serves as a means of
documenting the obstacles or problems encountered by agencies
that may hamper the effective and efficient administration of
agency operations. The list includes things such as a lack of
resources; unclear, cumbersome, or restrictive laws; and
inadequate program oversight or monitoring by the agency or
by an outside entity, such as a board or commission.

The remainder of this report is organized as follows:

+ Chapter Two describes the role of the Office of the
Legislative Auditor, describes the Performance Audit
Division, and explains the performance audit process.
It also explains how our follow-up report relates to
other statewide performance review efforts.
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+ Chapter Three includes an exhibit that provides the
following information for each of the 21 reports issued
from July 1992 through July 1995: a brief summary of
the objectives, findings, and conclusions;,
recommendations to agencies; matters for legislative
consideration; and a summary of related legislative
instruments adopted. This chapter also lists major
problem areas discussed in those 21 reports.
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Chapter Two: Performance Auditing in

Louisiana
In 1964, the legislature amended the Louisiana Constitution
Offic.e Of.the of 1921 to create the Office of the Legislative Auditor. Before this
Legislative

: time, the state’s post audit function was under the jurisdiction of the
Auditor Governor’s Office. The mission of the Office of the Legislative
Auditor is to provide legislative oversight relating to the use of
public funds within state and local government.

The Legislative Auditor serves at the pleasure of the
legislature. He is elected by a majority vote of the members of both
houses of the legislature and may be removed by the concurrence of
two-thirds of the elected members of each house. The Legislative
Auditor is authorized by statute to conduct audits of all public or
quasi-public bodies, the scope of which may include financial
accountability, legal compliance, and evaluations of the economy,
efficiency, and effectiveness of the auditee’s programs.

The Legislative Audit Advisory Council (LAAC) is the
legislative oversight committee for the Office of the Legislative
Auditor. The council is composed of five senators appointed by
the President of the Senate and five representatives appointed by
the Speaker of the House of Representatives. The council has the
authority to do all things necessary to aid and assist the Legislative
Auditor in carrying out the duties and responsibilities of his office.
This authority includes the power to hold hearings, subpoena
witnesses, administer oaths, and punish for contempt any person who
fails to comply with an order of the council.
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E————— Exhibit 2-1 below shows the organizational structure of the
Organizational Office of the Legislative Auditor.
Structure of the
Office of the
Legislative Exhibit 2-1
Auditor Office of the Legislative Auditor

Organizational Structure

Legislative Anditor

Legislative Actuary General Counsel
W&fﬁﬁ"e P“fA"]“j“ Informmetion | |y tive | | Podicy and Quality
I Division Assurance Division
Division Division Division

Source: Prepared by legislative auditor’s staff.

The office consists of the following divisions:

+ Financial and Compliance Audit Division - Conducts
financial and compliance audits of state and local
government in accordance with standards adopted by the
American Institute of Certified Public Accountants and the
United States General Accounting Office.

+ Performance Audit Division - Examines the efficiency and
effectiveness of programs and activities of state government
in accordance with standards promulgated by the United
States General Accounting Office.
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Performance

Audit Function

+ Investigative Audit Division - [nvestigates allegations
of impropriety in state and local government, resolves
significant or repeat findings in government audits, and
performs background investigations on individuals
nominated for certain gaming boards and commissions.

+ Policy and Quality Assurance Division - Monitors
and processes audits by independent public accountants,
performs quality control functions related to internal
operations, and coordinates the office’s continuing
professional education program.

+ Legislative Actuary - Serves as the actuarial advisor
to the legislature and provides a variety of statutorily
required actuarial and consulting services.

+ General Counsel - Serves as legal counsel to the
Legislative Auditor and the LAAC on a variety of
legal matters, including conducting legal research,
rendering opinions, and drafting legislation.

+ Administrative Division - Supports office operations,
including report editing, production, and distribution.

+ Information Systems Division - Manages the
information resources of the office and verifies that
appropriate controls are present in state and local
information systems.

Traditionally, the state audit function was limited to
financial and compliance auditing, which determined the legality
of expenditures and the integrity of fiscal affairs. However,
because of the growth and complexity of state government, there
arose a need for the legislature to obtain more comprehensive
information to assist in its oversight responsibilities.
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In addition to passing laws, approving programs, and
authorizing expenditures, the legislature has the responsibility of
ensuring that laws and programs are administered in the public
interest. Without a more extensive review of agency activities,
the legislature cannot determine how policies are being executed,
whether the policies are accomplishing the desired results, and
what corrective action should be taken.

The Louisiana Legislature first gave the Legislative
Auditor the authority to conduct “economy, efficiency, and
effectiveness” audits with the passage of Act 744 of the 1975
Regular Session. However, funding was not appropriated for
the performance audit function at that time. The Office of the
Legislative Auditor subsequently began to carry out the
performance audit function using existing audit staff. The office
1ssued its first performance audit on August 15, 1986. It has
continued to issue performance reports since that time.

During the 1987 Regular Session, Act 431 was adopted.
The act amended the existing state audit law and enacted
Louisiana Revised Statutes (ILSA-R.S.) 24:513(E)(6), which
mandated the legislative auditor to conduct performance audits.
Four years later, a March 25, 1991, senate committee report
recommended that the office establish a performance audit
program. To accomplish this objective, the legislature provided
funding for the Performance Audit Division during the 1991
Regular Session.

Performance audits were developed to assist in
legislative and administrative oversight. There are two types
of performance audits: economy and efficiency audits and
program audits. Economy and efficiency audits determine
if entities are acquiring, protecting, and using resources
economically and efficiently, the causes of inefficiencies or
uneconomic practices, and if entities are complying with
applicable laws and regulations. Program audits determine the
extent to which the desired results or benefits established by
authorizing bodies are being achieved, the effectiveness of
organizations’ functions or programs, and whether entities have
complied with applicable laws and regulations.
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Performance

Audit Division

Performance audits issued by the Office of the Legislative
Auditor are conducted in accordance with standards developed
by the United States General Accounting Office. The standards
define a performance audit as “an objective and systematic
examination of evidence for the purpose of providing an
independent assessment of the performance of a government
organization, program, activity, or function in order to provide
information to improve public accountability and facilitate
decision-making by parties with responsibility to oversee or
initiate corrective action.”

In addition to conducting performance audits, the
Performance Audit Division issues “staff studies.” Staff studies
differ from performance audits in that they are generally studies
of limited scope and/or are follow-up studies to previously
released performance audits.

The topics for performance studies are generated from
a number of sources. Requests and mandates are made by the
Senate, the House of Representatives, the LAAC, other
legislative committees, individual legislators, and legislative
staff. Members of the Legislative Auditor’s staff also identify
topics. Legislative directives from the advisory council, the
Senate, and/or the House of Representatives are our first priority
and preferred source of audit topics.

The Performance Audit Division contains 31 positions.
This figure currently includes the division director, two audit
managers, 27 senior and staff auditors, and one support staff.
The division director is responsible for general management and
policy formulation for the division, identifying audit and study
topics, and assigning staft. Each audit manager is responsible for
overseeing multiple projects and assisting the division director
with various tasks, including audit initiation, quality control, and
legislative testimony.
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The division’s audits and studies are staffed by teams.
Each team consists of an audit manager, an auditor-in-charge,
and a number of staff auditors. Auditors-in-charge are respon-
sible for the daily activities involved in conducting an audit or
study, including the supervision of assigned staff auditors. The
number of auditors assigned to each team depends on the scope
and complexity of the audit. Auditors are assigned to audits
based on their education, training, and experience, as well as
availability. Because audits and studies deal with a wide variety
of subject areas, the educational backgrounds of the audit staff
include economics, public administration, law, business
administration, accounting, and political science. Others include:

+ Finance

+ History

+ Library and Information Science
+ Visual Arts/Communications

+ Chemistry

+ Liberal Studies

+ Mechanical Engineering

+ Psychology

+ Computer Science

+ Administration of Justice

On occasion, it may be necessary to contract for
specialized assistance when available staff lack the necessary
expertise or when an adequate number of staff is not available.
The decision to contract for services is made by the performance
audit director after consulting with the Legislative Auditor and
considering budget restrictions.
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|
Quality Control

System

The performance audit process consists of three phases:
a planning phase, fieldwork phase, and report writing phase.
During the planning phase, the audit objectives, scope, and
research design are determined. The audit is staffed, and the
team gains an understanding of the auditee and the program or
activity to be audited. A plan is developed to determine the best
way to address the audit objectives. The process for staff studies
is similar.

During the fieldwork phase, the team carries out the tasks
listed in the plan. The team collects data, conducts interviews,
and analyzes the information collected. Based on this work, the
team develops findings, conclusions, and recommendations.

The final phase is the report writing phase, in which a
detailed outline of the report is prepared. A draft of the report
is then prepared using this outline. The final report is a
complete, concise, and accurate report of conclusions, findings,
recommendations, and matters for consideration by the
legislature.

The credibility of an audit organization is based largely on
the quality and integrity of the reports it issues. In the Office of
the Legislative Auditor, effective quality control is maintained, in
part, through an extensive review process, which occurs both
before and after each audit report is issued. Quality is also
ensured through stringent hiring practices, continuing education
programs, on-the-job training, and strict adherence to auditing
standards and internal office policies and procedures. Quality
control reviews are performed internally as well as externally.
Exhibit 2-2 on the following page illustrates the performance
audit process and related quality control reviews. Staff studies
follow a similar quality control process.
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Exhibit 2-2
Performance Audit Process and
Quality Control Reviews

Audit
Initiation

Y

Planning
Phase
Supervisory Reviews
of Working Papers
Fieldwork »| Quality
Phase Control

y s
Supervisory Reviews
Report p
Writing Phase of Report Draft

Internal Reviews

v Peer Reviews

Final Report
Issued

|

Source: Prepared by legislative auditor’s staff.

To ensure that the team exercises due professional care, is
unbiased, maintains independence, and does not impair the scope
of the audit or study activities, the report draft goes through
several levels of supervisory review. During an audit or staff
study, the auditor-in-charge closely supervises team members and
reviews their working papers. The working papers are also
reviewed by the audit manager.
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Further reviews are conducted after the report draft
is written. These reviews make certain that all findings,
conclusions, and information contained in the report are fully
and adequately supported by information contained in the
working papers. The draft report is also reviewed by the audited
agency. The agency is requested to submit written comments
regarding the findings, conclusions, and recommendations made
in the report. The agency’s written comments are included in an
appendix to the final audit report.

After the final audit report is issued, internal reviews may
be conducted by the Policy and Quality Assurance Division of the
Office of the Legislative Auditor. The in-house reviews of
performance audits are to determine whether the audits were
conducted in accordance with standards developed by the United
States General Accounting Office.

The Office Met All Quality Control Requirements for
Performance Audits in a Recent Peer Review

All state audit organizations that perform audits in
accordance with government auditing standards must participate
in an external quality control review. The Office of the
Legislative Auditor participates in the National State Auditors
Association’s External Quality Control Review Program, which
is administered by the National Association of State Auditors,
Comptrollers, and Treasurers. These external reviews, called
“peer reviews,” are conducted by teams of auditors from other
states and other qualified reviewers. The external reviews are
intended to evaluate:

+  Whether the audit organization’s quality control
system is comprehensive and suitable for the
organization.

+  Whether quality control policies and procedures are
adequately documented and communicated to
personnel.

+  Whether quality control policies and procedures
are being complied with to ensure compliance with
government auditing standards.
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Related

Legislation

The most recent peer review of the office was conducted
in 1995. The review included audit reports issued by the
Performance Audit Division and the Financial and Compliance
Audit Division from July 1, 1994, through June 30, 1995. The
office received an “unqualified” opinion report, which means that
the office satisfactorily met all of the review requirements.

There are a number of other legislative provisions that
allow for the periodic review of state programs and activities by
the Legislative Auditor’s Office and other entities. Act 1100 of
1995 amends the existing state audit law and increases emphasis
on performance accountability and performance auditing in state
government. The act, along with Act 712, Act 459, and Act 907
of 1995, illustrates the legislature’s desire to obtain and use
information to promote accountability in state government
activities. Following is a brief description of each
of these provisions.

The Louisiana Performance Audit Program. Act 1100
of 1995 created a statewide performance audit program to review
state agencies, programs, and activities. It requires, in part, that
the Office of the Legislative Auditor do the following:

+ Evaluate the basic assumptions underlying state
agencies, programs, and services.

+ Identify outmoded programs, programs that do not meet
their goals, overlapping functions, and areas that need
improvement.

+ Evaluate the efficiency, effectiveness, and cost-
effectiveness of state programs.

+ Issue areport to the legislature each year with
recommendations for improvement, as well as for the
elimination or reduction of funding based on
performance audits.



Chapter Two: Performance Auditing in Louisiana Page 15

In addition, the act requires that all state agencies shall
develop specific goals and objectives for each of their programs
and include performance measures. The act defines a “state
agency” as any state agency, office, department, board,
commission, institution, division, committee, program, or legal
entity within the legislative, executive, or judicial branch of
government. According to the act, state agencies include
institutions of higher education, but do not include any agency,
governing body, or office of any local government or political
subdivision of the state. The act requires the approval of the
Legislative Audit Advisory Council for the auditor’s office to
carry out the law’s provisions.

The Sunset Review Process. Act 712 of 1995 amended
Title 49, Part XII of the Louisiana Revised Statutes, which
provides for the legislative termination and re-creation of
statutory entities under departments and agencies. Under the
sunset review process, statutory entities must show a public
need for their continued existence. Furthermore, they must
demonstrate that their objectives, programs, and activities are
consistent with legislative intent and that they are achieving their
intent effectively and efficiently. As a basis for the reviews,
the legistature is to consider the findings, recommendations, and
entity responses contained in the Legislative Auditor’s
performance audit reports and studies.

The Higher Education Accountability Act. Act 459 of
the 1995 legislative session authorizes the Board of Regents to
establish an ongoing accountability process to measure quality
and effectiveness in public institutions of higher education. The
act requires the board to:

+ Adopt appropriate measures, standard definitions, and
program guidelines to implement an accountability
process for public institutions of higher education.

+ Identify institutional and systemwide performance
standards and goals.

+ Develop appropriate reporting procedures and formats
for use by the institutions in reporting data.

+ Submit an annual report to the governor and the House
and Senate education committees beginning in 1997,
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The Louisiana Data Base Commission. Act 907 of 1995
amended LSA-R.S. 39:290-298, which established the Louisiana
Data Base Commission. Some of the duties of the commission
are to identify and catalog all data bases in the state; create a
clearinghouse that provides information on the location and
scope, accessibility, and format of the data bases; and make the
data base information accessible to all interested persons in the
public and private sectors. The commission consists of
leadership from the House and Senate; the Commissioner of
Administration; a statewide elected official; and representation
from various executive departments, higher education, local
government, and the private sector. Under the act, the staff of
the Legislative Auditor may be required to assist in the
maintenance of the data base.



I
Chapter Three: Summary of Follow-Up

Work Conducted

Proble_m Areas The Most Frequently Noted Problems Related to
in State Oversight, Planning, Laws, Policies, and Procedures
Government We reviewed each of the 21 performance reports to
Operations determine if certain types of problems were noted more

frequently than others. These problems impact the overall
effectiveness and efficiency of state government operations. This
information can be used by policy makers and program officials
to help improve effectiveness, efficiency, and accountability in
State government,

We identified 20 types of problems that were noted in the
21 reports covered in this report. The four most commonly noted
problem areas affecting state government operations were:

+ Inadequate oversight or monitoring
+ Inadequate planning
+ Unclear, cumbersome, or restrictive laws
+ Inadequate policies and/or procedures
Some other areas noted that could be improved were:
+ Costly laws and/or policies
+ No cost evaluation of services or products
+ Inadequate coordination
+ Inadequate contractor performance monitoring

+ Noncompliance with laws or regulations

Exhibit 3-1 on the following page lists these problems and the
number of reports in which each type of problem was noted.
Immediately following Exhibit 3-1 is a legend that lists the name
of each report and its corresponding letter.
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e — Nearly Two-Thirds of Report Recommendations
Implementation Were Fully or Partially Implemented
Status of
Recommendations We identified 126 recommendations in the 21

performance audit reports and staft studies issued from July 1992
through July 1995. These recommendations were made to
various state agencies, including boards and commissions. We
surveyed appropriate agencies to determine the implementation
status of these recommendations.

In response to our survey, officials reported that they have
fully imptemented 40 percent of all recommendations. As shown
in Exhibit 3-2 below, another 29 percent of the recommendations
have been partially implemented, and 31 percent have not been
implemented at all. Exhibits 3-3 through 3-23, beginning on
page 22, provide a detailed summary of the recommendations
made in each performance report and the extent to which each
recommendation has been implemented.

Exhibit 3-2
Implementation Status of Recommendations

Fully

Implemented 50 40%
Partially

Implemented 37 29%
Not Implemented 39 31%

Total 126 100%

Source: Prepared by legislative auditor’s staff using agency survey
responses.
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|
Legislative

Activity

The reasons why specific recommendations were
partially implemented or not implemented differed depending
upon the agency. In the case of partially implemented
recommendations, a large number of agencies responded that they
are currently in the process of implementing the
recommendations or that they have agreed to work closely with
officials from other agencies to implement the recommendations.
In some cases, officials responded that changes in administration
delayed the implementation process.

The reasons for not implementing recommendattons
included the lack of resources, proper authority, or legal
requirement. In some cases, agency officials either disagreed
with recommendations or said that recommendations were not
cost effective. Exhibits 3-3 through 3-23, which begin on
page 22, include reasons provided by agencies for partially
implementing and not implementing our performance
recommendations.

In addition to the recommendations made to executive
branch entities, we identified 56 matters for legislative
consideration in the 21 performance reports issued from July
1992 through July 1995. As part of our follow-up work, we
identified 45 relevant legislative instruments that were adopted by
the legislature during this period.

These legislative instruments--30 acts and 15 resolutions--
related to either the matters for legislative consideration or other
issues presented in the reports. Exhibits 3-3 through 3-23, which
begin on page 22, include all matters for legislative consideration
and summaries of all relevant legislative instruments adopted.
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